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FINANCIAL HIGHLIGHTS 
FOR THE YEARS ENDED DECEMBER 31 1979 
FOR THE YEAR 
Earnings available for distribution S 9,373,000 
Average number of units outstanding 2,892,644. 
Per trust unit: 
Net income after appropriations $3.24 
Income distributions $3.22 
Return on unitholders’ equity 13.9% 
AT YEAR END 
Investment commitments: 
Funded $218,194,000 
Unfunded 55,923,000 
Total $274,117,000 


MARKET PRICE* OF UNITS AND DISTRIBUTIONS PAID 


Unit Price 
High Low 
Quarter Ending 1979 
December 31** $25 S22” 
September 30 272 24 
June 30 275 261% 
March 31 27 25% 
1978 
December 31** 2 $2414 
September 30 27h 26 
June 30 27% 25% 
March 31 26° 241) 


*Market price according to Toronto Stock Exchange. 
***T)istribution paid in January to December 31 unitholders. 


1978 


S 7,699,000 
2,600,529 


$2.96 
§2.95 
12.6% 


$212,986,000 
47,399,000 


$260,385,000 


Distributions 
Declared 
and Paid for 
The Quarter 


S 82 
85 


80 
75 


ee 


The Annual Meeting of Unitholders 
will be held in the Territories Room of 
The Royal York Hotel, Toronto, at 
11:00 a.m., Wednesday, March 26, 1980. 
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PRESIDENT’S REPORT 


We are pleased to report that the Trust 
achieved a record level of earnings in 
1979. Net income after appropriation for 
potential losses grew to $9.4 million, an 
increase of 22% from the previous year. 
Distributions were $3.22 per unit com- 
pared to $2.95 in 1978 and this payout 
was after $10.8 million of the 1972 
Participating Subordinated Note was 
converted into 431,280 trust units. 

Funded investments increased only 
nominally to $218 million and, while this 
was a lower level than we had previously 
forecast, close to $100 million of the 
portfolio at the previous year-end was 
repaid or prepaid during the year, a 
higher than expected turnover. 
Commitments awaiting funding increased 
to nearly $56 million and a significant 
portion of this should be advanced 
during the early months of 1980. 

During the past three years, the Trust 
has reported that one group which 
originally owed about S6 million, was not 
able to meet its interest obligations. The 
Adviser has worked closely with the 
borrower and the outstanding principal 
has now reduced to slightly under $3.1 
million and steps are being taken to have 
the principal reduced further during 1980. 
Meanwhile, interest at a renegotiated 
rate has been kept current and the 
Adviser believes that the supporting 
security ensures ultimate full repayment 
of principal and interest. The Trust has 
not experienced any loan losses but the 
allowance and the reserve established for 
possible future losses has been built up to 
about $2.6 million. 

The Trust continues its policy of 
maintaining in excess of 50% of its port- 
folio in floating rate loans. During the 
past year as interest costs escalated, we 
were not able to raise funds through 3 to 
5 year medium-term notes at rates that 
would permit the Trust to invest pro- 
fitably on matching terms and, for all 
practical purposes, the Trust is presently 
out of the fixed rate mortgage market. 
However, opportunities to lend ona 
floating rate basis are constantly sought 
out and every possible lending oppor- 
tunity is carefully examined. We believe 
the Trust is recognized in the market- 
place as a sophisticated and practical 
lender and it now receives more direct 
proposals than in the past. 


The outlook for loan demand and 
interest rates during 1980 is again quite 
cloudy but we are nonetheless optimistic 
that another year of satisfactory earnings 
will result. Due to ongoing high interest 
rates, which we cannot foresee reducing 
significantly in the near term, borrowers 
are unusually rate conscious and margins 
are under attack, particularly for quality 
investments. It is our present plan to 
permit the fixed rate portion of our port- 
folio to reduce further unless we can 
fund it at a favourable spread on a 
matched maturity basis. In view of the 
general slowdown in new construction 
activity, the volume of financings may be 
substantially less and, coupled with our 
intention to permit the fixed rate portion 
of our portfolio to decrease, asset growth 
in 1980 may be modest. Nonetheless, 
opportunities of satisfactory quality for 
investment by the Trust are available 
from time to time, partially at least 
because the Trust is more flexible than 
most conventional lenders. 

The successful results for 1979 were 
possible only through the continuing 
loyalty and effective contribution of each 
staff member and the wise counsel of the 
Trustees. To each and every one, I extend 
my sincerest appreciation. 


pita. 


William C. Poole 
President and General Manager 


February 15, 1980 
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NATURE OF THE TRUST 
AND OPERATIONS 


GENERAL 


TD Realty Investments, an unincorporated 
trust, was established in June 1972 as 
Canada’s first real estate investment trust 
(“REIT”). The Trust operates as a diversi- 
fied mortgage financing intermediary 
which enables investors to participate in 
a professionally managed and leveraged 
portfolio of mortgage loans and other 
real estate investments. 

The objective of the Trust is to develop 
a portfolio of mortgage and real estate 
investments for its unitholders that will 
meet three fundamental requirements: 
1) quality security, 
2) a satisfactory rate of return, and 
3) long term capital appreciation. 


TRUST UNITS AND 
INCOME DISTRIBUTION POLICY 


Units of the Trust which are purchased 
and sold through investment dealers are 
readily marketable as they are traded on 
the Toronto, Montreal, and Vancouver 
Stock Exchanges similar to corporate 
shares. The units are currently eligible 
under the Income Tax Act of Canada as 
investments for registered retirement 
savings plans, registered retirement 
income funds, deferred profit sharing 
plans, and registered home ownership 
savings plans. 

The Trust considers that it has 
conducted its affairs so as to qualify as a 
“Unit Trust” and a “Mutual Fund Trust” 
under the Income Tax Act of Canada. 
The Trust is not taxed on that portion of 
its taxable income which is paid or pay- 
able to unitholders. The Trust distributes 
100% of its taxable income through 
quarterly payments to its unitholders. 
Income distributions received by unit- 
holders for 1979 were interest income for 
tax purposes of the unitholders and there- 
fore not eligible for the dividend tax 
credit. Such distributions are eligible for 
the $1,000 interest, dividends, and capital 
gains deduction. 


MANAGEMENT 


The Trust is managed by a Board of 
elected Trustees who collectively have 
extensive experience in all aspects of real 
estate and finance. 

The Trust receives investment and 
financial advice from its Adviser which, 
since the inception of the Trust, has been 
The Toronto-Dominion Bank. The 
Adviser has made available to the Trust 
the services of its mortgage, property 


development and credit personnel. The 
Trust benefits from investment opportu- 
nities generated by the Adviser through 
its branch network and through the 
many associations it has developed over 
the years as the banker for builders and 
developers. In formulating and imple- 
menting its capital management policies, 
the Trust also benefits from the Adviser’s 
knowledge of capital markets. 


INVESTMENT POLICY 


Within the limitations of the Declaration 
of Trust and Ontario Securities Com- 
mission policy, the Trustees vary the mix 
of maturities, floating interest rate 
component, types, geographic diversity 
and amounts of mortgage, real estate 
equity and other investments in the light 
of changes in economic conditions and 
other relevant factors. In response to 
market conditions the Trust’s lending 
policy continues to be selective and 
emphasis has been primarily placed on 
commitments stipulating floating rates of 
interest. The Trust’s investment policies 
and their methods of implementation 
may be altered in the future as new 
investment forms are developed. 

The following is representative of the 
types of loans and investments the Trust 
seeks: 


Residential Mortgages: 


The Trust intends that residential 
mortgages will continue to be held in its 
portfolio. Such loans may be either 
N.H.A. or conventional mortgage loans 
on single or multiple family units of all 
types. To date, the single family housing 
mortgages have been purchased in 
blocks from the Adviser. 


Mortgage Loans on 

Income-Producing Property: 

Loans have been made to provide term 
mortgage financing on a broad range of 
commercial and industrial properties, 
such as shopping centres, office buildings, 
warehouses, manufacturing facilities, 
apartments and hotels. These investments 
are secured by first mortgages on the 
properties with loan to value ratios 
normally up to 75%, but ratios in excess 
of this figure will be considered if either 
the excess is insured, the financial res- 
ponsibility of the parties concerned is 
undoubted, or the property itself has 
special characteristics which tend to 
enhance its long term value. 
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NATURE OF THE TRUST 
AND OPERATIONS (continued) 


Development Mortgage Loans: 


Medium term loans will be made to assist 
financing the acquisition of unimproved 
land and the cost of converting it into 
serviced lots where we are satisfied the 
lots can be brought to market within a 
relatively short time and a market exists 
for the finished product. 


Construction Mortgage Loans: 


By itself and in conjunction with the 
Trust’s Adviser, TD Realty Investments is 
actively participating in construction 
loans on numerous types of developments 
including residential, commercial and 
industrial properties. 


Standing Loans: 


This is a medium term mortgage financ- 
ing against newly completed projects and 
is designed to give the developer a period 
of time to lease the premises and arrange 
long term financing based on economic 
values. Developers are often anxious to 
“mature” their investments before seeking 
term mortgage commitments and in con- 
junction with construction mortgage 
loans, the Trust can play an imaginative 
and useful financing role. 


Wrap-Around Loans: 


The Trust is prepared to make invest- 
ments in wrap-around mortgages when a 
property’s value justifies making an addi- 
tional loan subject to an outstanding 
prior mortgage and when it is not possible 
or desirable to retire the prior encum- 
brance. The principal amount of the 
wrap-around loan is equal to the out- 
standing balance under the prior mortgage 
and the amount of new money required 
and normally, as holder of the wrap- 
around mortgage, the Trust would 
assume responsibility for payments 
required under the prior encumbrance. 


Second Mortgage Loans: 


As with wrap-around mortgages, the 
Trust is prepared to grant a second 
mortgage when a property’s value justi- 
fies an additional encumbrance and 
when it is not possible or desirable to 
retire the prior mortgage. 


Real Estate Equity Investments: 


The Trust seeks equity investments in real 
estate projects which show promising 
income-producing capabilities. 


The diversification as to type of the 
Trust’s total investment commitments as 
at December 31 for the last three years 
has been as follows: 


1979 1978 1977 
Commercial 48.8% 42.9% 36.4% 
Industrial 182 169 169 
Land and 
development 17.5 221 209 
Residential 155° say 3235.8 


The geographic diversification of the 
Trust’s total investment commitments as 
at December 31 over the last three years 
has been as follows: 


1979 1978 1977 

Ontario 61.3% 66.9% 70.1% 
Alberta 14.6 11.7 7.4 
British Columbia 14.3. 103 9.4 
Quebec Cy ues Paw a! te 
Manitoba 3.1 1.9 22 
Saskatchewan 8 6 1.8 
Atlantic Provinces .7 2.8 5 
Northwest 

Territories 5 6 6 
TDRI LIMITED 


The Trust conducts its debt borrowings 
through TDRI Limited (the “Company’). 
The debt issued by the Company is a 
qualified investment under certain fed- 
eral and provincial acts including the 
Canadian and British Insurance 
Companies Act (Canada) whereas secu- 
rities including trust units issued directly 
by the Trust do not so qualify. The 
Financing Agreement between the Trust 
and the Company provides that the 
Company’s business is limited to the 
borrowing of funds and the lending of 
these funds to the Trust, when and as 
requested by the Trust. These “back-to- 
back” borrowings by the Trust from the 
Company are on terms and conditions 
substantially similar to the borrowings of 
the Company. 
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FIVE YEAR FINANCIAL REVIEW 
OPERATING RESULTS 
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TOTAL REVENUE (millions of dollars) 


FIGURE ONE 


Total revenue for 1979 increased 30% over 
1978 partly because the increase in bank 
prime rate from 11.5% to 15.0% during 1979 
caused a similar increase in the gross yield on 
that portion (over 50%) of the Trust’s mortgage 
fundings which fluctuates with changes in 
bank prime. (These floating rate mortgages are 
basically financed by short-term borrowings 
whose costs usually fluctuate with changes in 
bank prime). In addition, bonus interest 
received increased significantly, prepayment 
bonuses were received on the early repayment 
of a number of mortgages prior to their 
maturity dates, and average funded invest- 
ments increased by 10.5% during the year. 


$36 


0 
(thousands of dollars) 


® Interest Income 
™ Fees and Other 
® Bonus Interest 


1975 1976 
$17,656 $20,776 
434 390 

216 14 
$18,306 $21,180 


1977 1978 1979 
$20,962 $22,945 $29,579 
366 252 236 

slat 106 470 
$21,439 $23,283 $30,285 


FIGURE TWO 


Net interest margin as a percentage of average 
investments is the difference between interest 
income (exclusive of bonus interest) and 
interest costs divided by average investments. 

Net interest margins are a function of 
interest rate spread and average investments 
outstanding. 

Although the interest rate spread narrowed 
in 1979 compared to 1978, average investments 
increased by $21.4 million. 


NET INTEREST MARGIN AS A % OF AVERAGE INVESTMENTS 


@ Interest Income as a % 
of Average Investments 


® Cost of Borrowings as a % 
of Average Investments 


Net Interest Margin as a %o 
of Average Investments 


Average Investments 
(millions of dollars) 


Average Debt to Equity 


15% 
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1975 


10.9% 
6.0% 


4.9% 


$161.5 
Pasye 


1976 


11.4% 
6.7% 


4.7% 


$182.3 
22 


1977 


10.4% 
5.9% 


4.5% 


$200.8 
24:1 


1978 


11.3% 
6.0% 


5.3% 


$203.2 
Perel 


1979 


13.2% 
7.7% 


5.5% 


$224.6 
2.3:1 
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FIVE YEAR FINANCIAL REVIEW 
OPERATING RESULTS 


FIGURE THREE 
Explanations for variances over the last five 
years of revenue less borrowing costs as a 
percentage of average investments, can be 
derived from the preceding two charts and 
accompanying commentary (Figures 1 and 2). 
The major operating expenses are the 
advisory fee and the provision for losses. 
Commentary on the general nature of these 
expenses appears at Notes 1(b) and 1(d), 
respectively, to the consolidated financial 
statements. With the commencement in 1976 
of the establishment of an allowance for losses 
and a reserve for future losses, the operating 
expenses and appropriations of the Trust have 
remained fairly constant as a percentage of 
average investments. 


RETURN (AFTER APPROPRIATIONS) ON AVERAGE INVESTMENTS 


6% 


@ Revenue Less Borrowing Costs 
as a % of Average Investments 


Operating Expenses and Appro- 
priations to Reserve for Future 
Losses as a % of Average 
Investments 


® Return (after appropriations) on 
Average Investments 


ctl 
i — 


phase Sa 
oe : 
eae A 


1976 1977 1978 1979 
4.9% 4.8% 5.4% 5.8% 
1.6% 1.5% 1.6% 1.6% 
3.3% 3.3% 3.8% 4.2% 
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RETURN (AFTER APPROPRIATIONS) ON AVERAGE UNITHOLDERS’ EQUITY 


FIGURE FOUR 


The Trust’s return (after appropriations) 
on average unitholders’ equity increased from 
12.6% to 13.9% during the year. For the last 
five years, the Trust’s return on equity has 
been greater than 102%. 

Return on average equity is the product of 
both return on assets and leverage of debt 
to equity. 


15% 


aa al P| 
1976 1977 1978 1979 


alll 
1975 


128 106 114 126 13.9 


1977 
4th 


12.5 


1978 
2nd 3rd = 4th 1st 


1979 
2nd 3rd 4th 


1E6 12:9 is 2s 13.9 


Quarter (Annualized Rate) 


13.7 14.4 
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FIVE YEAR FINANCIAL REVIEW 
OPERATING RESULTS 


eeeeeeneenae INCOME DISTRIBUTIONS DECLARED 
FIGURE FIVE AND NET INCOME AFTER APPROPRIATIONS-PER TRUST UNIT 
Income distributions per trust unit declared to $4 
the unitholders in 1979 were $3.22, an increase 
of 9.2% compared to 1978, and the highest 
distribution in the history of the Trust. 
The income per trust unit in 1979 was $3.24 3 
(9.5% increase) based on the weighted average 
number of trust units outstanding during the 
year of 2,892,644 (11.2% increase). 
Figures for income distributions per trust 2 
unit and net income per trust unit differ 
because the former is based on the number of 
units outstanding on the distribution record 
date, whereas the latter is based on the 1 
weighted average number of trust units 
outstanding during the year. 


0 
1975 1976 1977 1978 1979 
® Net Income 
After Appropriations 
Per Trust Unit $2.89 $2.49 $2.71 $2.96 $3.24 
Income 

Distributions 

Per Trust Unit $2.82 $2.48 $2.70 $2.95 $3.22 
en eee es SS LC 
FIGURE SIX QUARTERLY RESULTS OF OPERATIONS (Unaudited) (Thousands of Dollars) 

1979 1978 
Quarter Ended Quarter Ended 

Dec. 31 Sept. 30 June 30 March 31 Dec. 31 Sept. 30 June 30 Mar. 31 
Revenue $7,634 $8,058 $7,522 $7,071 $6,519 $6,005 $5,499 $5,260 
Borrowing costs 4,303 4,628 4,354 4,042 3,563 3,132 2,925 2,618 
Total revenue less borrowing costs 3,331 3,430 3,168 3,029 2,956 2,873 2574, 2,642 
Operating expenses 830 956 891 908 878 864 813 791 
Net income available for distribution $2,501 $2,474 $2,277 $2,121 $2,078 $2,009 $1,761 $1,851 
PER TRUST UNIT: 
Net income 79 87¢ 78¢ 80¢ 79% 76¢ 67¢ 74¢ 
Income distributions 82¢ 85¢ 80¢ 75¢ 83¢ 72¢ 70¢ 70¢ 
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FIVE YEAR FINANCIAL REVIEW 
ASSETS AND LIABILITIES 
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FIGURE SEVEN INVESTMENT COMMITMENTS (millions of dollars) 
During 1979, advanced and total investment $ 300 
commitments increased by 2.4% and 5.3%, 
respectively, from 1978 to reach the highest 
year-end levels in the history of the Trust. 
Average funded investments during the year 
increased by 10.5%, with a high of $238 million 
being reached during August. 

The schedule to the financial statements 
outlines the nature of the Trust’s investment 
commitments. 


© Unadvanced S 28.3 S 28.4 S 50.0 S 474 S 55.9 
™ Advanced ibyfiteit 203.9 191.1 213.0 218.2 


Total Commitments 
as at December 31 $199.4 $232.3 $241.1 $260.4 $274.1 


FIGURE EIGHT SOURCE OF FUNDS (millions of dollars) 


In December 1979, a $5 million medium- S 300 
term note matured and was repaid. This 
amount, along with the increase in funded 
investments of $5.2 million, was totally 
financed by increased commercial paper 
borrowings. 


1975 1976 1977 1978 1979 

® Capital Funds (1972 partici- 

pating subordinated note 

and unitholders’ equity) 9 OS Sigal Sul Seca S 78.1 
Short-Term Notes Payable 78.2 115.2 101.5 110.6 124.6 

Floating Rate Senior 

Note Due 1980 14.4 10.9 9.5 TS 7.4 
@ Medium-Term Senior Notes - = = ISHS) 8.5 

Total Source of Funds 

as at December 31 $169.1 $203.2 $189.1 $209.7 $218.6 
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FIVE YEAR STATISTICAL REVIEW 


POSITION AT YEAR END 


Mortgage and other real estate investments 


(Thousands of Dollars): 
Advanced portion 
Unadvanced portion 


Total commitments 


Borrowings and Capital Funds 
(Thousands of Dollars): 


Short-term notes payable 
Floating rate senior note due 1980 
Medium-term senior notes 
Capital Funds: 
1972 participating subordinated note 
Unitholders’ equity 


Number of trust units outstanding 
Number of unitholders 
Unitholders’ equity per trust unit 


RESULTS FOR THE YEAR 
(Thousands of Dollars): 


Revenue 


Expenses: 
Short-term borrowing costs 
Interest on-participating subordinated 
note 

—floating rate senior note 
—medium-term senior notes 

Advisory fee 

Provision for losses 

Other 


Total expenses 


Net income 
Appropriations to reserve for future losses 


Income available for distribution 


Per trust unit: 
Net income 
Appropriations to reserve for future 
losses 


Net income after appropriations 
Income distributions 


Average number of trust units outstanding 
during year 


RETURNS AND MARGINS 
Average interest margin* 

Average debt to equity ratio 

Return on average investments 
Return on average unitholders’ equity 


*Exclusive of bonus interest. 


1979 


S 218,194 
55,923 


S 274,117 


S 124,638 
1,329 
8,500 


4,865 
73,266 
S 218,598 


3,064,074 
8,208 
$23.91 


S 30,285 


14,267 


855 
935 
1,270 
2,304 
758 
523 


20,912 
9,373 


Sets 


$3.24 
$3.24 
$3.22 


2,892,644 


5.5% 
Joa | 

4.2% 

13.9% 


1978 


S 212,986 
47,399 


S 260,385 


S 110,601 
7,434 
13,500 


15,647 
62,484 
S 209,666 


2,632,794 
8,441 
$23.73 


S 23,283 


9,273 


1,626 
741 
598 

2105 
641 
600 


15,584 
7,699 


S 7,699 


S2.96 
$2.96 
$2.95 


2,600,529 


5.3% 
Paros 

3.8% 

12.6% 


1977, 


S 191,100 
49,993 


S 241,093 


S 101,458 
9,471 


19,110 
59,021 


S 189,060 


2,494,274 
8,477 
$23.66 


S 21,439 


8,994 


1,915 
901 


1,892 
DLT 
423 


14,702 


6757 
43 


S 6,694 


S2.73 

02 
S271 
$2.70 


2,470,719 


4.5% 
2.4:1 

3.3% 

11.4% 


1976 


S 203,860 
28,434 


S 232,294 


S 115,249 
10,882 


19,453 
57,684 


S 203,268 


2,442,523 
8,382 
$23.62 


S 21,180 


9,099 


1,954 
1,180 


ErlG 


611 
14,560 


6,620 
565 


By 20,059 


S2:72 

23 
$2.49 
$2.48 


2,432,116 


4.7% 
224 

3.3% 

10.6% 


1975 


S 171,129 
28,328 


S 199,457 


S. 78,212 
14,432 


21,546 
54,989 


S 169,179 


25d / 519 
8,548 
$23.33 


S 18,306 


5,548 


2,909 
1,630 


1,666 


636 
12,019 
6,287 


SamnO267 


$2.89 
$2.89 
$2.82 


2,172,935 


4.9% 
2331 

3.9% 

12.8% 
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FOR THE YEAR ENDED DECEMBER 3], 1979 (with prior year’s figures for comparison) 


CONSOLIDATED STATEMENT 


OF INCOME AND 
UNDISTRIBUTED INCOME 


REVENUE: 


EXPENSES: 


PER TRUST UNIT: 


(Thousands of Dollars) 


Interest on investments 
Fees and other revenue 


Total revenue 


Short-term borrowing costs 
Interest on: 
Medium-term senior notes 
Floating rate senior note 
Participating subordinated note 
Advisory fee (Note 1(b)) 
Mortgage servicing fee 
Provision for losses (Note 1(d)) 
Trustee fees and expenses 
Other 


Total expenses 
NET INCOME FOR THE YEAR (Note 1(f)) 


UNDISTRIBUTED INCOME 
AT BEGINNING OF THE YEAR 


INCOME DISTRIBUTIONS 
UNDISTRIBUTED INCOME AT END OF THE YEAR 


Net income (Note 6(a)) 


Income distributions 


See notes to consolidated financial statements. 


10 


1979 


$30,049 
236 


30,285 


14,267 


1,270 
935 
855 

2,304 
293 
758 

51 
179 


20,912 
9,373 


200 


9,573 
9,373 


S 200 


$3.24 
$3.22 


1978 


$23,051 
252 


23,283 


9,273 


598 
741 
1,626 
2,105 
PAS) 
641 
47 
280 


15,584 
7,699 


200 


7,899 
7,699 


S 200 


$2.96 
$2.95 


as 


CONSOLIDATED AS AT DECEMBER 31, 1979 (with prior year’s figures for comparison) 
BALANCE SHEET 
(Thousands of Dollars) 1979 1978 
ASSETS Investments—at cost-see attached Schedule $218,194 $212,986 
Allowance for losses (Note 1(d)) (1,976) (1,218) 
216,218 211,768 
Cash and short-term deposits 4,865 823 
Interest and other receivables 2,550 2,324 
TOTAL $223,633 $214,915 
LIABILITIES Short-term notes payable $124,638 $110,601 
Medium-term senior notes (Note 2) 8,500 13,500 
Floating rate senior note due 1980 (Note 3) 7,329 7,434 
Accounts payable and accrued expenses 2,197 2,801 
Refundable commitment fees 330 269 
Income distribution payable 2,508 2,179 
Total liabilities 145,502 136,784 
CAPITAL FUNDS 1972 participating subordinated note (Note 4) 4,865 15,647 
Equity: 
Trust units (Note 5) 72,458 61,676 
Undistributed income 200 200 
Reserve for future losses (Note 1(d)) 608 608 
Total capital funds 78,131 ToLSt 
TOTAL $223,633 $214,915 
On behalf of the Trustees: 


R. W. Korthals, Trustee 
W.C. Poole, Trustee 


See notes to consolidated financial statements. 
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TD REALTY INVESTMENTS 


Rl l—EEEeeeeeeeee 
FOR THE YEAR ENDED DECEMBER 3], 1979 (with prior year’s figures for comparison) 


CONSOLIDATED STATEMENT 


OF CHANGES 
IN FINANCIAL POSITION 
(Thousands of Dollars) 1979 1978 
SOURCE OF FUNDS: Net income for the year S$: °95373° ~-SV8699 
Add-non-cash item —provision for losses 758 641 
10,131 8,340 
Mortgage principal repayments 99,532 95,5595 
Proceeds from issue of trust units 10,782 3,463 
Short-term borrowings—net 14,037 9,143 
Medium-term borrowings Fe 13,500 
Reduction in cash and short-term deposits = 248 
Other-net = 391 
Total funds provided $134,482 $128,618 
APPLICATION OF FUNDS: Mortgage loans and other real estate investments $104,740 $115,419 
Reduction of medium-term borrowings 5,000 = 
Income distributions 9,373 7,699 
Partial repayment of floating rate senior note due 1980 105 2,037 
Reduction of 1972 participating subordinated note 10,782 3,463 
Increase in cash and short-term deposits 4,042 = 
Other-net 440 = 
Total funds applied $134,482 $128,618 


See notes to consolidated financial statements. 
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AUDITORS’ REPORT 


To the Unitholders of 
TD Realty Investments: 


We have examined the consolidated 
balance sheet of TD Realty Investments 
as at December 31, 1979 and the con- 
solidated statements of income and 
undistributed income and of changes in 


financial position for the year then ended. 


Our examination was made in accor- 
dance with generally accepted auditing 
standards, and accordingly included such 
tests and other procedures as we con- 
sidered necessary in the circumstances. 
In our opinion, these consolidated 
financial statements present fairly the 
financial position of the Trust as at 


12 


December 31, 1979 and the results of its 
operations and the changes in its financial 
position for the year then ended in accor- 
dance with generally accepted accounting 
principles applied on a basis consistent 
with that of the preceding year. 


DELOITTE HASKINS & SELLS 
Chartered Accountants 


Toronto, Ontario 
January 16, 1980 


I eee 


CONSOLIDATED SCHEDULE 
OF INVESTMENT 
PORTFOLIO 


Estimated 
AS AT DECEMBER 31, 1979 Weighted 
(Thousands of Dollars) Chae Investment Commitments 
(Advanced Advanced Unadvanced 
Nature of Investment Portion) Portion Portion Total 
First Mortgages: 
Completed properties: 
Residential-N.H.A. 114% S$ 20,408 See S 20,408 
— Conventional 15.4 10,770 = 10,770 
Commercial 13.8 68,404 9,847 78,251 
Industrial 12.4 33,529 4,009 37,538 
Construction: 
Residential = = 4,085 4,085 
Commercial 16.3 18,894 20,416 39,310 
Industrial 175 2,114 2,866 4,980 
Land and development 15.6 23,679 5,012 28,691 
Junior Mortgages: 
Completed properties: 
Residential 12 4,231 3,100 CEM 
Commercial 14.7 15.537 534 16,071 
Industrial 13.3 3,417 200 5,017 
Construction: 
Residential = = me of 
Commercial 16.9 65 2 Te. 
Industrial = a 3,635 3,635 
Land and development 175 14,052 2,207 16,259 
Equity Participation = 21 Zi 
14.240" 215.121 55,923 271,044 
Non-accrual Mortgage Loans 
(see Note 4 below) 3,073 S 3,073 
Total investment portfolio-1979 $218,194 $55,923 $274,117 
Total investment portfolio-1978 $212,986 $47,399 $260,385 


1. The advanced portion of the loans matures 
as follows: 


1980 -~§$54,355,000 
1981 -$36,748,000 
1982 -$34,448,000 
1983 -~$43,940,000 
1984 -$40,325,000 


1985 and thereafter-S 8,357,000 


2. 52% of the advanced portion of the loans 
have rates which are subject to adjustments 
with changes in the bank prime rate or the 
Trust’s short-term borrowing costs. 


3. Certain loans carry rights to bonus interest 
based on profits or rentals. Average yields 
do not include the bonus interest provided 
for in these loans. 
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4. Interest income on the non-accrual 
mortgage loans has been recorded on a cash 
basis. As at December 31, 1979, interest 
of $518,000 was unpaid. Formal arrange- 
ments provide for minimum monthly 
aggregate interest payments of $25,000 but 
commencing in the latter part of 1978, the 
borrowers have been paying interest ona 
current basis at the full interest rate. The 
Trust has the right to require that all or any 
portion of the interest arrears be paid if it 
considers that the borrowers are able to do 
so. During 1979, these mortgage loans were 
reduced by principal repayments of 
$1,020,000. The borrowers have addition- 
ally secured the Trust sufficiently so that 
eventual full repayment of all principal and 
interest is likely. 


TD REALTY INVESTMENTS 


ee 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 


1. OPERATING AND ACCOUNTING 
POLICIES 


a) The Trust: 


TD Realty Investments is a trust created 
pursuant to a declaration of trust made in 
Toronto, Ontario. Certain related activities are 
carried on by a wholly-owned subsidiary 
company whose accounts are consolidated 

in these financial statements. 


b) The Adviser: 


The Toronto-Dominion Bank is under 
contract to provide investment and financial 
advice and administrative and accounting 
services to the Trust and its subsidiary. Under 
these contracts, the Bank receives a monthly 
fee not in excess of 1/12 of 1% of the cost of 
the investment portfolio and an amount not 
in excess of 25% of fees received with respect 
to commitments or guarantees. The fees 
received are subject to certain limitations 
based on other expenses incurred by the Trust, 
average net assets, net income and average 
invested assets of the Trust. 


c) Financing: 

Under the terms of a financing agreement 
between TDRI Limited and the Trust, TDRI 
Limited has undertaken to limit its business to 
the borrowing of funds and the lending of 
these funds to the Trust on substantially 
similar terms and conditions, when and as 
requested by the Trust. The Trust reimburses 
TDRI Limited for certain expenses incurred in 
connection with these operations. 


d) Allowance for Losses and Reserve for 
Future Losses: 


To date, no investments of the Trust have been 
written off. 

The Trust establishes on its investment port- 
folio an allowance for losses which is provided 
by charges against income. This allowance, 
which totals $1,976,000 at December 31, 1979, 
includes a component in respect of possible 
losses on specific investments and a compo- 
nent for possible losses not yet specifically 
identified. 

In addition, a reserve in the amount of 
$608,000 for possible future investment losses 
has been appropriated from undistributed 
income. 

It is intended that by December 31, 1980, the 
allowance and the reserve in aggregate will 
approximate 1.5% of eligible assets (1.3% at 
December 31, 1979). 


e) Income Recognition: 


The Trust ceases accruing interest on any loan 
where more than ninety days’ interest is in 
arrears or such lesser period as may be deemed 
appropriate, unless satisfactory arrangements 
have been made to provide for payment in full 
of both principal and interest. 


DECEMBER 31, 1979 


f) Income Tax Status: 


The Trust considers that it has conducted its 
affairs so as to qualify as a “Unit Trust” and as 
a “Mutual Fund Trust” under the Income Tax 
Act of Canada. The Trust is not taxed on that 
portion of its taxable income which is paid or 
payable to unitholders. The Trustees have 
declared an income distribution to unitholders 
of record on December 31, 1979 of all the 
taxable income of the Trust for 1979, less 
amounts already distributed in respect of 
1979. Accordingly, no provision for income 
taxes on the income of the Trust has been 
made in these financial statements. Income 
taxes have been provided on the taxable 
income of the subsidiary company and are 
included in other expenses. 


2. MEDIUM-TERM SENIOR NOTES: 


The medium-term senior notes mature 
as follows: 


1981 = $3,500,000 
1983 = 5,000,000 
$8,500,000 


3. FLOATING RATE SENIOR NOTE 
DUE 1980: 


The floating rate senior note due 1980 matures 
on October 15, 1980, and is subject to repay- 
ment in whole or in part on January 15 or July 
15 of that year. Interest is payable quarterly at 
a rate adjusted monthly to 0.49% below the 
immediately preceding month-end prime rate 
of The Toronto-Dominion Bank. 


4.1972 PARTICIPATING 
SUBORDINATED NOTE: 


The 1972 participating subordinated note, 
which matures on February 15, 1993, is 
unsecured and by its terms is declared to be 
subordinated, in certain circumstances, to 
future borrowings and guarantees. Interest is 
payable semi-annually at a fixed rate of 5.51% 
per annum, plus participating interest at a rate 
of up to 4.5% per annum based upon net 
revenue (excluding gains or losses on 
dispositions) after certain deductions. In 
certain circumstances, the note is subject to 
prepayment in whole or in part. 


5. TRUST UNITS: 


The beneficial interest provided for in the 
Declaration of Trust is divided into trust units 
without par value and the number of trust 
units authorized to be issued is 12,000,000. 
The 1972 debentures of TDRI Limited, 
totalling $4,865,000 at December 31, 1979, are 
guaranteed by the Trust, and are convertible 
at the option of the holder into trust units on 
the basis of one trust unit for each $25 
principal amount of debentures. During 1979, 
$10,782,000 of the 1972 debentures were 
converted into 431,280 trust units, thereby 
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increasing the number of trust units 
outstanding as at December 31, 1979, to 
3,064,074 compared to 2,632,794 as at 
December 31, 1978. 


6. EARNINGS PER TRUST UNIT: 


a) Earnings per trust unit are calculated to 
give effect to the average equity employed by 
the Trust and, accordingly, are based on the 
weighted average number of trust units 
outstanding during the year—2,892,644 in 
1979 and 2,600,529 in 1978. 


b) If all the debentures referred to in Note 5 
which totalled $15,647,000 at January 1, 1979 
had been converted as of that date, the fully 
diluted 1979 earnings per trust unit would 
have been $3.14. 


7. COMMITMENTS AND CONTINGENT 


LIABILITIES: 


In addition to the unadvanced portion of the 
commitments disclosed in the Schedule, the 
Trust is contingently liable through its indirect 
equity interest in Toronto Eaton Centre for 
$5,317,000 representing its 2% share of the 
estimated completed cost of the centre. 


8. LINES OF CREDIT: 


The Trust has available unused lines of bank 
credit amounting to $50,000,000 at December 
31, 1979. 
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